
Michigan Department of Treasury
496 (Rev.06/08)

Auditing Procedures Report

Unit Name Stockbridge Township County INGHAM Type TO\A/NSHIP MuniCode 33-1-120

Opinion Date-Use Calendar Jun 20, 2008 Audit Submitted-Use CalendarJun 26, 2008 Fiscal Year-Use Drop List 2007

lf a local unit of government (authorities & commissions included) is operating within the boundaries of the audited entity and is NOT included in this or any other

audit report, nor do they obtain a stand-alone audit, enclose the name(s), address(es), and a description(s) of the authority and/or commission.

place a check next to each "yes" or non-applicable question below. Questions left unmarked should be those you wish to answer
t 'Nott.

ni ts f funds/agenciesof the|oca|uni t inc|udedinthef inancia|s tatementsand/ord isc|osedinthe
r  reporting entity notes to the financial statements?

X 2. Does the local unit have a positive fund balance in all of its unreserved fund balances/unrestricted net assets?

X. 3. Were the local unit 's actual expenditures within the amounts authorized in the budget?

lf 4. ls this unit in compliance with the Uniform Chart of Accounts issued by the Department of Treasury?

X 5. Did the local unit adopt a budget for all required funds?

Xi 6. Was a public hearing on the budget held in accordance with State statute?

7. ls the local unit in compliance with the Revised Municipal Finance Act, an order issued under the Emergency Municipal Loan Act,
lx and other guidance as issued by the Local Audit and Finance Division?

r*: B. Has the local unit distributed tax revenues, that were collected for another taxing unit, t imely as required by the general
I property tax act?

X 9. Do all deposits/investments comply with statutory requirements including the adoption of an investment policy?

ffi: 10. ls the local unit free of i l legal or unauthorized expenditures that came to your attention as defined in the Bulletin for Audits of
l^ Local Units of Government in Michigan, as revised (see Appendix H of Bulletin.)

11.  ls theuni t f reeofanyindicat ions of f raudor i l legal  actsthatcametoyourat tent iondur ingthecourseofaudi t thathavenot

X been previously communicated to the Local Audit and Finance Division? (lf there is such activity, please submit a separate report

under separate cover.)

f* 12. ls the local unit free of repeated reported deficiencies from previous years?

X 13.  ls theaudi topin ionunqual i f ied? 14.  l f  not ,what  typeof  opin ionis i t?  INA

X, 15. Has the local unit complied with GASB 34 and other generally accepted accounting principles (GAAP)?

X' 16. Has the board or council approved all disbursements prior to payment as required by charter or statute?

f; 17. To your knowledge, were the bank reconciliations that were reviewed performed timely?

X 18.  Aretherereporteddef ic iencies? lx i  19.  l fso,was i ta t tachedtotheaudi t repor t?

General Fund Revenue: s 377,174.O0

General Fund Expenditure:5 333,097.00

Major Fund Deficit Amount'il

Fund Balance: 5 507,946.00

Governmental Activities
Long-Term Debt (see

instructions):
5 0.00

We affirm that we are certified public accountants (CPA) licensed to practice in Michigan. We further affirm the above responses have been disclosed in the

financial statements, including the notes, or in the Management Letter (Reported deviations).

CPA (First Name) Mark ll'j" e"'v Ten Digit License Number 1 10101 8885

CPA Street Address 6639 Centurion Dr', Sulte 170 City Lansing State Ml Zip Code 48917 Telephone +1 (51 7) 323-9500

CPA Firm Name Yeo & Yeo, P,C.
Unit's Street 12S S. ClinronAddress

City Stockbridge LU Zip 49285
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YEO & YEO
6639 Centurion Drive, Suite 170

Lansing, Ml 48917
Phone (517) 323-9500

Fax (51 7) 323-8360

June 20, 2008

To the Management and
Board of Directors of
Township of Stockbridge

ln planning and performing our audit of the financial statements of Township of Stockbridge as
of and for the year ended March 31, 2007, in accordance with auditing standards generally
accepted in the United States of America, we considered Township of Stockbridge's internal
control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing an opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we
do not express an opinion on the effectiveness of the Company's internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weakness. However, as discussed below, we identified
certain deficiencies in internal control that we consider to be significant deficiencies and other
deficiencies that we consider to be material weaknesses.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity's financial statements that is more than inconsequential will not be
prevented or detected by the entity's internal control. We consider the following deficiencies to
be significant deficiencies in internal control:

Documentation of Internal Controls

As part of our audit planning procedures, we are required to obtain an understanding of internal
control of the Township. Part of the internal control process is the communication of
information, including the communication of how internal controls are designed and operating.
During our audit planning procedures we noted that documentation of internal control policies
and procedures was incomplete. We recommend that the Township completely document and
disseminate all internal control policies and procedures in one document. This ensures that all
employees understand what their responsibilities in internal control are. ln addition, it ensures
continuity of internal control procedures in the unfortunate event of employee turnover or
unexpected absence. Documentation should not only indicate the flow of documents but also
what internal control procedures are performed by each employee and what documentation is
required to indicate a procedure was completed. The monitoring process should also be
documented in this procedures manual, including who is responsible for monitoring, the
minimum monitoring which must be done, and what documentation is required to indicate
monitoring was performed.
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Propertv tax disbu rsements

During our analysis of property tax revenue, we noted that the Township had not disbursed
certain property tax collections that were collected on behalf of other taxing units in a timely
manner. State law requires the distribution of collected revenues within ten business dala after
the first and fifteenth day of each month of collection and account for and deliver the tax
collections on hand on the first and fifteenth day of each month.

We recommend that the Township review their property tax disbursement procedures and remit
future collections in a timely manner, as required by the State of Michigan.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity's internal control. We believe that the following
deficiencies constitute material weaknesses.

Account Reconciliations

We noted that account reconciliations were not performed timely and that several cash accounts
had not been reconciled for the last eight months of the fiscal year. In order to make the
financial reports generated by the accounting system as meaningful as possible, the Township
should reconcile the general ledger accounts for cash, accounts receivable, and accounts
payable to supporting documentation on a monthly basis. A benefit of monthly reconciliations is
that errors do not accumulate but can be identified and attributed to a particular period, which
makes it easier to perform future reconciliations. ln addition, we recommend that the monitoring
program include a review of account reconciliations and a procedure for initialing and dating
those items which were reviewed. This will allow Management to ensure that account
reconciliations are being performed, thus helping to prevent or detect errors or fraud on a timely
basis.

Gash Control

We noted a large amount of cash being stored in an unsecured location; the desk drawer in the
treasurer's office. We recommend that the cash and blank checks be kept in a locked box or
cabinet accessible only to those with proper authorization and that the cash periodically be
accounted for.

Timeliness of Deposits

Cash receipts are not being deposited on a timely basis. We noted cash receipts were
accumulated in a desk drawer and deposits were made irregularly. ln some instances, we
noted time lags of over a month between the receipt of funds and when they were deposited in
the bank. As a result, not only is there risk of loss from burglary, misplacement, or
misappropriation, but also the cash is not available for expenditures or investment. We
recommend that deposits be made on a regular basis (daily during peak collection periods) both
to improve cash flow and to reduce the risk of loss.
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We have also noted various items we feel could improve your internal controls or operating
efficiencies. These items are not considered significant deficiencies or materialweaknesses but
are presented for your consideration.

Accompanv Checks Submitted for Sisnature with Supportinq Documents

Checks submitted to the Township officials for signature are not accompanied by invoices or
other supporting documents, nor are the supporting documents approved for payment or
subsequently marked to prevent their re-use. We recommend that a stamp imprint, providing for
check number, date paid, account charged, approval of prices, receipt of goods or services,
approval of footings and extensions, and final approval for payment by a supervisor or board
member be stamped on the supporting documents. The supporting documents bearing the
appropriate approvals and other information should then accompany the checks submitted for
signature. After the check is signed the underlying documents should be marked "Paid' or
otherwise cancelled by a perforating machine or stamp.

Investisate Old Outstandinq Checks and Other Old Uncleared Reconcilins ltems

We noted that many old outstanding checks and other old uncleared reconciling items, some
over one year old, are being carried on monthly cash reconciliations. This causes additional
time to be spent by personnelto reconcile the bank accounts each month. We recommend that
checks and other uncleared reconciling items that are over one year old be investigated and
removed from the bank reconciliation and that the original transaction be reversed. Research
should be done periodically to eliminate large numbers of old items being carried from month to
month.

Summarv and status of prior vear comments and recommendations

Title of Prior Y Comment Summary of Gomment Gurrent Statusear
Audit journal entries Several prior year audit journal

entries had not been posted or
were partially posted to the
Township's accounting records.

lssue appears to be resolved.
No instances of unposted
audit journal entries noted for
the current year under audit.

Fund balance and account
reconcilations

Account balance reconcilations
should be prepared and
supported by accurate detail.

lssue not resolved. Reported
as a materialweakness
above.

Timeliness of deposits Untimely bank deposits were
made in the prior year. The
Township should revise
accounting procedures related to
cash receipting and timeliness of
deposits.

lssue not resolved. Reported
as a materialweakness
above.
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This communication is intended solely for the information and use of the Township's
management and is not intended to be and should not be used by anyone other than these
specified parties.

Sincerely,

/z--i 7-,fc'

Fire run revenues Due to the method of accounting
for fire run revenues, the
Township is left to fund the 2006
expenses.

lssue occured in the prior
year. Fire fund closed in
current year due to formation
of SAESA, thus resolving
issue for future years.

Construction cash accounts The Township should be
recording the receipts and
expenditure of funds that flow
through the construction account.

CPA firm contracted to
perform bookkeeping
services performed
reconcilations of cash
accounts under audit.

Performance deposit account The performance deposit should
be reconciled periodically to make
sure the necessary cash transfers
are made.

CPA firm contracted to
perform bookkeeping
services performed
reconcilations of cash
accounts under audit.

Property tax disbursements Property tax disbursements
collected on behalf of other taxing
units are not being disbursed in a
timely manner, as required by the
State of Michigan.

lssue not resolved. Reported
as a significant deficiency
above.

Cunent tax collection account The tax collection accounts
should be reconciled and
disbursed to the correct agency ot
individuals.

CPA firm contracted to
perform bookkeeping
services performed
reconcilations of cash
accounts under audit.

Grants Grants should be accounted for in
accordance with GAAP.

No grants receieved in
current year.

Employee dishonesty bond The Township should consider
increasing its employee
dishonesty coverage depending
upon acces to the Township's
funds.

Coverage for the year ended
March 31,2007 was not
changed.

Lansing, Michigan


